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CITY OF IMPERIAL
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2009

Summary of Significant Accounting Policies

The financial statements of the City of Iimperial (City) have been prepared in conformity with accounting
principles generally accepted in the United States of America (USGAAP) as applied to governmental
units. The Governmental Accounting Standards Board (GASB) is the accepted standard-sefting body for
establishing governmental accounting and financial reporting principles. The more significant of the
government’s accounting policies are described below.

Reporting Entity

The City of Imperial is a political subdivision provided for by the General Law of the State of
California and, as such, can exercise the powers specified by the Constitution and laws of the State
of California. The City was incorporated in 1904 as a general law city. The City operates under a
council-manager form of government.

The City of Imperial is a municipal corporation governed by an elected five-member City Council
who, in turn, elects one of its members to serve as the Mayor. As required by accounting prineiples
generally accepted in the United States of America, these financial statements present the
government and its component units, entitics for which the gpovernment is considered to be
financially accountable. Blended component units, although legally separaie entities, are, in
substance, part of the government’s operations and so data from these units are combined with data
of the City. The blended component units have a June 30 fiscal year end to coincide with the
City’s.

Blended Component Units. The Redevelopment Agency of the City of Imperial (Agency) project
area is bounded in its entirety within the city limits, The Agency is governed by a Board which is
comprised of the City Council, and the City Manager serves as the Executive Director of the
Apgency. Debt is authorized by the Board and is repaid through tax increment financing; bonded
debt is not a lability of the City of Imperial. The financial activity of the Apency is reported in the
Special Revenue, Debt Service, and Capital Projects Funds. In addition, because of legal
requirements, the Agency has issued an annual financial report under separate cover. A copy of
that report may be obtained from:

City of Imperial
Administrative Services Director
420 South Imperial Avenue
Imperial, California 92251

In addition, in May 1994, the Imperial Financing Authority (Authority) was formed in order to
provide a funding vehicle {or necessary street improvements within the City. The governing board
of the Imperial Financing Authority is the City Council, and the City Manager acts as Executive
Director. A separate financial report is not being issued for the Imperial Financing Authority. The
activity of the Authority is reported in the General Debt Service Fund of the City.

The Imperial Community Facilities District (District) was formed in order fo provide funding for
necessary community development projects within the City. The City currently has six separate
Districts: 2004-1 Victoria, 2004-2 Mayfield, 2004-3 Bratton, 2005-1 Springfield, 2006-Monterrey
Park, 2006-2 Savannah Ranch.



CITY OF IMPERIAL
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2009

Notel Summary of Significant Aceounting Policies (Continued)

b.

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the stafement of net assets and the statement of
activities) report information on all of the nonfiduciary activities of the primary government and its
component units. For the most part, the effect of interfund activity has been removed from these
statements. Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant extent on
fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function
or segment are offset by program revenues, Direct expenses are those that are clearly identifiable
with a specific function or segment. Program revenuves include: {1} charges to customers or
applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a
given function or segment and (2) grants and coatributions that are restricted to meet the
operational or capital requirements of a particular function or segment. Taxes and other items not
properly included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds, even though the latter are excluded from the government-wide financial statements. Major
individual governmental funds and major individual enterprise funds are reported as separate
columns in the fund financial statements.

Measurement Focus, Basis of Accounting, and Finaocial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary funds financial statements.
Revenues are recorded when earned and expenses are recorded when the liability is incurred,
regardless of the timing of related cash flows. Property taxes are recognized as revenues in the
fiscal year for which they are levied. Grants and similar items are recognized as revenue as socn as
all eligibility requirements imposed by the provider have been met.

In the fund financial statements, fiduciary funds are presenied using the accrual basis of
accounting, The fiduciary funds do not have a measurement focus.

Governmental lunds financial statements are reported using the current financial resources
measurement focus and the medified accrual basis of accounting, Revenues are recognized as scon
as they are both measurable and available. Revennes are considered to be available when they are
collectible within the current period. For this purpose, the government considers revenues to be
available if they are collected within 60 days of the end of the current fiscal period. Expenditures
generally are recorded when the liability is incurred, as under accrual accounting. However, debt
service expenditures, as well as expenditures related to compensated absences and claims and
judgments, are recorded only when payment is due.

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all
considered to be susceptible to acerual and so have been recognized as revenues of the current
Tiscal period. Only the portion of special assessments receivable due within the current fiseal
period is considered to be suseeptible to accrual as revenue of the current period. All other revenue
iterns are considered to be measurable and available only when cash is received by the government.

I
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Summary of Significant Accounting Policies (Continued)

C.

Measurement Focus, Basgis of Accounting, and Financial Statement Presentation
(Continued)

The City reports the following major governmental funds:

The General Fund is the City’s primary operating fund. It accounts for all financial resources of
the general government, except those required to be accounted for in other funds.

The Imperial Redevelopment Housing Special Revenue Fund — This fund accounts for property
taxes collected by the Agency.

‘The Imperial Redevelopment Agency Capital Projects Fund — This fund accounts for the financing,
construction, and administrative activities of the Agency.

The lmperial Redevelopment Agency Debt Service Fund — This fund accounts for all of debt
service repayment activities of the Agency.

The City reports the following major proprietary funds:

The Water Enterprise Fund — This fund accounts for the operation and maintenance of the City’s
water distribution system. '

The Wastewater Enterprise Fund — This fund accounts for the operation and maintenance of the
City’s wastewater collection system including operating costs of the wastewater treatment facility.

Additionally, the City reports the following fund types:

Fiduciary Funds are used to report resources held by the City in a purely custodial capacity,
which involves only the receipt, temporary investment, and remittance of fiduciary resources
to individuals, private organizations, or other governments. These funds are not included in
the government-wide financial statements.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in both the government-wide and proprietary fund financial statements to
the extent that those standards do no conflict with or contradict guidance of the Governmental
Accounting Standards Board (GASB). For proprietary fund type activities, the City has elected to
apply all applicable GASB pronouncements as well as any applicable pronouncements of the
Financial Accounting Standards Board (FASB), the Accounting Principles Board (APB), or any
Accounting Research Bulletins (ARB} issued on or before November 30, 1989, unless they
contradict or conflict with GASB pronouncements.

As a general rule, the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are charges between the government’s
proprietary funds function and various other functions of the government. Elimination of these
charges would distort the direct costs and program revenues reported for the various functions
concerned,
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Summary of Significant Accounting Policies (Continued)

<.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation
(Continued)

Amounts reported as program revenues inchude: 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3} capital grants and
contributions, including special assessments. Internaliy dedicated resources are reported as general
revenues rather than as program revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items, Operating
revenues and expenses generally result from providing services and producing and delivering
goods in connection with a proprietary fund’s principal ongoing operations. The principal
operating revenues of the Enterprise Funds are charges to customers for sales and services.
Operating expenses for the Enterprises Funds include the cost of sales and services, administrative
expenses, and depreciation on capital assets. All revenues and expenses not meeting this definition
are reporied as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the government’s policy
to use restricted resources first, then unrestricted resources as they are needed.

Asseis, Liabilities, Net Assets or Equity
Cash and Investments

In order to maximize the flexibility of its investment program and to aid in cash budgeting, the City
pools the cash of all funds, except for monies deposited with fiscal agents in accordance with
related bond indentures. The cash and investiments balance in each fund represents that fund’s
equity share of the City’s cash and investment pool. As the City places no restrictions on the
deposit or withdrawal of a particular fund’s equity in the pool, the pool operates like a demand
deposit aceount for the participating {unds.

Interest income earned on pooled cash and investments is allocated monthly to the various funds
based on month-end balances and is adjusted at fiscal year-end. Interest income on restricted cash
and investments with fiscal agents is credited directly to the related fund,

In accordance with the State of Califurnia Government Code, the City adopts an investment policy
annually that, among other things, authorizes types and concentrations of investments and
maximum investment terma.

The City’s investments are carried at fair value. The fair value of equity and debt securities is
determined based on sales prices or bid-and-asked quotations from SEC-registered securities
exchanges or NASDAQ dealers. LAJF determines the fair value of its portfolio quarterly and
reports a factor to the City; the City applies that factor to convert its share of LAIF from amortized
cost to fair value. Changes in fair value are allocated to each participaiing fund.

For purposes of the statement of cash flows, the City has defined cash and cash equivalenis to be
change and petty cash funds, equity in the City’s cash and investment pool, and restricted non-
pooled investments with initial maturities of three months or less.
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Notel  Summary of Significant Accounting Policies (Continued)

d.

Assets, Liabilities, Net Assets or Equity (Continued)
Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year is referred to as interfund receivables/interfund payables (i.e., the
current portion of interfund loans) or advances to/from other funds (the noncurrent portion of
interfund loans). All other outstanding balances beiween funds are reported as interfund
receivables or interfund payables. Any residual balances outstanding between the governmental
aclivities and the business-type activities are reported in the government-wide financial statements
as internal balances.

Al trade and tax receivables are shown net of an allowance for uncollectible accounts, if
applicable, and estimated refunds due.

Property Taxes

Property taxes in the State of California are administered for all local agencies at the county level,
and consist of secured, unsecured, and utility tax rolls. The following is a summary of major
policies and practices relating to property taxes.

The California Cemmunity Redevelopment Law provides that assessed valuations of a
redevelopment project are, in effect, frozen at the level existing when the redevelopment plan is
adopted, and all property taxes produced from this valuation continue to flow to all public agencies
levying taxes on properly in the project. Taxes produced from any increases in the assessed
valuation of a project over the “frozen base™ may be allocated to a redevelopment agency to pay or
repay costs incurred on behalf of the project. The assessed valuation of a project may be
temporarily or permanently reduced below the frozen base as a result of ownership of property by a
redevelopment agency pending resale to a developer (temporary), or because of permanent
reduction of the assessed valuation will cause a concurrent reduction of the frozen base so that the
production of tax increment from new development will not be impaired.

Property tax revenue is recognized in the fiscal year for which the taxes have been levied providing
they become available. Available means when due, or past due and receivable within the current
period and collected within the current period or expected to be collected soon enaugh thereafter
(not to exceed 60 days) to be used to pay liabilities of the current period. The County of Imperial
collects property taxes for the City and Agency. Tax liens aftach annually on the first day in
January preceding the fiscal year for which the taxes are levied. The tax levy covers the fiscal
period July 1¥ to June 30", One-half of the taxes on real property are due on November 1%; the
second installment is due on March 1™, All taxes are delinquent, if unpaid by December 10" and
April 10" respectively. Unsecured personal property taxes become due on July 1* of each year and
are delinquent, if unpaid by August 31%.

Prepaid Items

Payments to vendors thai reflect costs applicable to future accounting periods are recorded as
prepaid items in both government-wide and fund financial statements.
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Summary of Significant Accounting Policies {Continued)

d. Agssets, Liabilities, Net Assets or Equity (Continued)

Restricted Assets

Certain proceeds of the City’s long-term debt, as well as certain resources set aside for their
repayment, are classified as restricted assets on the balance sheet and statement of net assets
because they are maintained in separate bank accounts and their use is limited by applicable bond
covenants.

In the absence of specific statutory provisions governing the issuance of bonds, certificates, or
leases, these bond monies may be invested in accordance with the ordinance; resolutions and
indentures specifying the types of investments its trustees or fiscal agents may make. These
ordinances, resolutions, and indentures are generally more restrictive than the City’s general
investment policy. In no instance have additional types of investments been authorized that are not
permitted by the City’s general investment policy.

Capital Assets

Capital assets, which include property, plani, equipment, fine art, and infrastructure assets {e.g.,
roads, bridges, sidewalks, traffic lights and signals, street lights, and similar items), are reported in
the applicable governmental or business-type activities columns in the government-wide financial
statements. Capital assets are defined by the City as assets with an initial, individual cost of $5,000
or more and an estimated useful life in excess of one year, Such capital assets are recorded at
historical cost or estimated historical cost if purchased or constructed. Donated capital assets are
recorded at estimated fair value at the date of donation. The cost of normal maintenance and
repairs that do not add to the value of the capital asset or materially extend capital asset lives are
not capitalized.

Major cutlays for capital asseis and improvements are capitalized as projecis are constructed.
Interest incurred during the construction phase of capital assets of business-type activities is
included as part of the capitalized value of the assets constructed. No interest was capitalized
during the fiscal year ended June 30, 2009.

Capital assets of the City are deprecinted using the straight-line method over the following
estimated useful lives:

Assetls Years
Buildings 30
Improvements other than buildings 30
Infrastructure 20 to 40
Utility systems 40 to 73
Vehicles S5told
Computer equipment 7
Other equipment and furnishings 7
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Summary of Significant Accounting Policies (Continued)

d.

Assets, Liabilities, Net Assets or Equity (Continued)
Compensated Absences

It is the City’s policy to permit employees to accumulate earned but unused vacation and sick leave
benefits.  All vacation and sick leave benefits are accrued as earned by employees, A portion of
unused sick leave benefifs, varying by employee bargaining unif, vests and is payable upon
retirement. For proprietary funds, a current liability is reported for that portion of the estimatad
value of vacation and sick leave benefits 1o be used during the subsequent fiscal year, and the
estimated value vacation of vested sick leave benefits of employees approaching or at their
respective retirement ages. The balance is considered a long-term obligation,

Long-Term Obligations

In the government-wide financial statements and proprietary fund financial statements, long-term
debt and other long-term obligations are reported as liabilities in the applicable governmental
activities, business-type activities, or proprictary fund type statement of net assets. Initial-issue
bond premiums and discounts, as well as issuance costs, are deferred and amortized aver the life of
the bonds nsing the straight-line method (which approximates the effective interest method). The
ditference between the reacquisition price of refunding bonds and the net carrying amount of
refunded debt (deferred amount on refunding) is amortized over the shorter of the life of the
refunding debt or remaining life of the refunded debt. Bond issuance costs, including deferred
refunding amounts and underwriters® discount, are reported as deferred bond issuance casts.
Amortization of bond premiums or discounts, issuance costs, and deferred amounts on refunding is
inchuded in interest expense.

In the fund financial statements, governmental fund types recognize bond premiums, discounts, and
issuance costs during the period issued. The face amount of debt issued is reported as an other
financing source. Premiums received are reported as cther financing sources, while discounis are
reported as other financing uses. Issuance costs, whether or not withheld from the actual debt
proceeds received, are reported as debt service expenditures.

Net Assets and Fund Equity

In the Government-wide financial statements and proprietary fund financial statements, net asseis
are reported in three categories: net assets invested in capital assets, net of related debt; restricted
net assets, and unrestricted net assets. Restricted net assels represent net assets resiricted by parties
outside of the Cily (such as creditors, grantors, coniributors, laws, and regulations of other
governments) and include unspent proceeds of bonds issued to acquire or construct capital assets.
The City’s other restricted net assets are temmporarily restricted {ultimately expendable asseis). All
other net assets are considered unrestricted.

In the fund financial statements, governmental funds repart reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for use
for a specific purpose. Designations of fund balance represent tenfative management plans that are
subiect to change.
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Note1  Summary of Significant Accounting Policies (Continued)
e. Estimates

The preparation of basic financial statements in conformity with accounting principles penerally
accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenmus and
expenses/expenditures during the reporting period. Actual resnlts could differ from those
estimates.

f. Reconciliation of Government-wide and Fund Financial Statements

Explanation of certain differences between the povernmental funds balance sheet and the
government-wide statement of net assats:

The povernmental funds balanee sheet includes a reconciliation between fund balances -
governmental funds and net assets of governmental activities as reported in the government-
wide statement of net assets. One element of that reconciliation explains that “long-term debt
and compensated absences from the general long-term debt account proup have not been
included in the governmental fund activity”. The detail of the § (25,578,737) long-term debt
difference is as follows:

Long-term debi;

Tax allocation notes payable § {25,215,000)
Certificate of participation (180,000}
Capital leases payable (222,676)

Net adjustment to reduce fund balances
of total governmental funds to arrive

at net assets of governmental activities b {25,617,676)

Lxplanation of certain differences between the governmental funds statement of revenues,
expenditures, and changes in fund balances and the government-wide statement of activities:

The governmental funds statement of revenues, expenditures, and changes in fund balances
includes a reconciliation between net clianges in fund balances — total governmental funds
and changes in net assets of governmental activities as reported in the government-wide
statement of activities. One element of that reconeiliation explains that “Governmental
Funds report capital outlays as expenditures. However, in the statement of activities, the
cost of thasc assets is allocated over their estimated useful lives and reported as
depreciation expense.”

The details of this $784,511 difference are as follows:

Capital outlay 5 1,823,188
Depreciation expense (1,008,677}

Net adjustment ot decrease net changes in fund balanges
of total governmenlal funds to arrive at changes in
net assets of povernmental activities b 784,511



Note 1

CITY OF IMPERIAL
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2009

Summary of Significant Accounting Policies (Continued)

f.

Reconciliation of Government-wide and Fund Financial Statements (Continued)

Another element of that reconciliation states that *the issuance of long-term debt {e.g., bonds,
leages) provides current financial resources to governmental funds, while the repayment of
the principal of long-term debt consumes the current financial resources of governmental
funds™. The details of this $ (763,013) difference are as follows:

Principal repoymtents:

Certificate of participation 5 175,000
Tax allocation notes 450,000
Capital lease payable 138,013

Net adjustment to increase net changes in fund balances
of total governmental funds to arrive at changes in
net assets of governmental activitics $ 763,013

New Accounting Pronouncements

The City has implemented the requirements of GASB Statement No. 49, No. 52, No. 55, and No. 56
during the fiscal year ended June 30, 2009.

GASB Statement No. 49 - Adecownting and_ Financial _Reporting for Pollution Remediation
Obligations

This Statement is effective for periods beginning after December 15, 2007. The Statement
addresses accounting and financial reporting standards for pollution (including contamination)
remediation obligations, which are obligations to address the current or potential detrimental
effects of existing pollution by participating in pollution remediation activities such as site
assessments and cleanups. The scope of the document excludes pollution prevention or control
obligations with respect to current operations, and future pollution remediation activities that are
required upon retirement of an asset, such as landfill ¢closure and post-closure care and nuclear
power plant decommissioning,

GASB Statement No. 52 — Land and Other Real Estate Held as Tnvesiments by Endowments

This Statement is effective for periods beginning after June 15, 2008. The Statement establishes
consistent standards for the reporting of land and other real estate held as investments by
essentially similar entifies. It requires endowmenis to report their land and other real estate
investments at fair valne. Governments also are required to report the changes in fair value as
investment income and to disclose the methods and significant assumptions employed to determine
fair value, and other information that they currently present for other inivestments reported at fair
value.

GASB Statement No, 35 — The Hierarchy of Generally Accepied Accounting Principles for State
and Local Govermmnents

This Statement is effective as of April 2, 2009. The objective of this Statement is fo incorporate
the hierarchy of generally accepted accounting principles (GAAP) for state and local governments
into the Governmental Accounting Standards Board’s authoritative literature. The “GAAP
hierarchy” consists of the sources of accounting principles used in the preparation of financial
statements of state and local governmental entities that are presented in conformity with GAAP,
and the framework for selecting those principles.
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Notel Summary of Significant Accounting Policies (Continued)
g. New Accounfing Pronouncements (Confinued)

GASB Statement No. 56 — Codification of Accounting and Financial Reporting Guidance
Contained in the AICPA Statements of Auditing Standards

This Statement is effective as of April 16, 2009. The objective of this Statement is to incorporate
into the Governmental Accounting Standards Board’s (GASB) authoritative literature certain
accounting and {inancial reporting guidance presented in the American Institute of Certified Public
Accountants’ Statements on Auditing Standards. This Statement addresses three issues not
included in the authoritative literature that establishes accounting principles — related party
transactions, going concern considerations, and subsequent events. The presentation of principles
used in the preparation of finaneial statements is more appropristely included in accounting and
financial reporting standards rather than in the auditing literature.

Note2  Stewardship, Complance, and Accountability
a. General Badget Policies

1. The annnal budget adopted by the City Council provides for the general operation of the City.
It includes proposed expenditures and the means of financing them.

2. The City Council approves total budgeted appropriations and any amendments fo
appropriations throughout the fiseal year, All amendments made during the fiscal year are
included in the budgetary amounts reported herein. The “appropriated budget” covers all City
expenditures, with the exception of debt service on bond issues and capital improvement
projects carried forward [rom prior fiscal years, which expenditures constitute legally
anihorized “non-appropriated budget”.  Actual expenditures may not exceed budgeied
appropriations at the fund level, which is the legal level of control.

The City Manager is authorized to transfer budgeted amounts between departments within any
fund; however, any revisions that alter the total expenditures of any fund must be approved by
the City Council.

3. TFormal budgetary integration is employed as a management control device during the fiscal
year. Commitments for materials and services, such as purchase orders and contracts, are
recorded as encumbrances to assist in controlling expenditures. Appropriations which are
encumbered lapse at fiscal year-end, and then are added to the following fiscal year’s budgeted
appropriations.

4, Budgets for the General, Special Revenne, and Debt Service Funds are adopted on a basis
substantially consistent with accounting principles generally accepted in the United States of
America (USGAAP). Accordingly, actual revenues and expenditures can be compared with
related budpeted amounts without any significant reconciling items. For the fiscal year ended
June 30, 2009, there were no budgets adopted for the following funds: COPS Grant 2004,
Imperial County Grants, COPS Grant 2003, Police Donations, Traffic Signal, Library Literacy,
COPS Grant 2008, Prop 1B Boud, General Capital Projects, General Debt Services, and
Redevelopment Agency Debt Service.

Budget comparisons are not presented for the Proprietary Funds, as the City is not legally
required to adopt a budget for these fund types.

5. Capital projects are budgeted through the Capiial Projects Funds. Appropriations for capital

projects authorized but not constructed or completed during the fiscal year are carried forward
as continuing apprapriations mfo the following fiscal year’s budget.
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Stewardship, Compliance, and Accountability (Continued)

b. Deficit Fund Balances, Retained Earpings, and Net Assets

The following funds contained deficit fund balances as of June 30, 2009:

Nonmajor Governmental Funds:

Special Revenue Funds:
Dial-A-Ride
Homeland Security
CDBG Home Grant
Traffic Signal
Aten Clark Traffic
COPS Grant 2004
Fire Impact Fees
Colonias

Amount

$ 39,989

24,600
148,467
146,236

5,585

43,608
143,899

90,728

The deficit fund balances will be rectified as transportation grants, COPS grants, CDBG grants, and
circulation impact fees are received. It is the City’s intent that the General fund will cover any
deficit fund balances where future excess revenues over expenditures are not sufficient fo erase the

deficit fund balances.

c. Excess Expenditures over Appropriations

The following are funds in which certain expenditures exceeded appropriations for the fiscal year

ended June 30, 2009,

Final
Fund/Function Appropriation Expenditures Excess
Major Fund:
General Fund $ 6,624,867 § 7,3169305 § 692,038
Nonmajor Governmental Funds:
Local Transportation 30,500 30,500
Dial-A-Ride 71,000 116,065 45,065
CDBG Home Grant 098 698
Library Grant 1,623 2,544 921
Police Impact Fees 1,279 1,279
Admin Impact Fees 1,279 1,279
Circnlation Impact Fees 32,292 32,292
Colonias 487,695 487,695
Cash and Invesiments
Cash and investments as of June 30, 2009 are classified in the accompanying financial statements as
follows:
Statement of net assets:

Cash and investments $

Cash and investmenis with fiscal agents
Statement of fiduciary net assets:

Cash and investments with fiscal agents

12,878,403
21,556,633

19,901,385

Total cash and investments 5

54,336,431
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Cash and Investments (Continued)

Cash and investments as of June 30, 2009 consist of the following:

Cash on hand
Deposits with financial institutions
Investments

Total cash and investments

A. Investments Authorized by the California Government Code and the City’s Investment Policy

The table below identifies the investment types that are authorized for the City of Imperial by the
California Government Code {or the City’s investment policy, where more restrictive). The table also
identifies certain provisions of the California Government Code (or the City’s investment policy, where
more restrictive) that address interest rate risk, credit risk, and concentration of credit risk. This fable
does not address investments of debt proceeds held by bond trustee that are poverned by the provisions
of debt agreements of the City, rather than the general provisions of the California government Code or

the City’s investment policy.

450

11,759,226
42,536,753

54,336,431

Maximum Maximuam
Maximum Percentage Investment
Authorized Investment Type Maturigy of Portfolio in One Issuer
Local Agency Bonds 3 years None None
U.8, Treasury Obligations 3 years None None
State of California Obligations 5 years None None
California Local Agency Obligations 5 years None None
U.5. Govemment Agency Issues 5 years Nene None
Bankers Acceptances 180 days 40% None
Commercial Paper 270 days 25% None
Certificates of Deposit 5 years 30% None
Repurchase Apreements 1 year None None
Reverse Repurchase Agreements &

Securities Lending Agreements 92 days 20% None
Medinm-Term Notes 5 years 30% None
Mutval Funds N/A 20% None
Money Market Muival Funds N/A None None
Collateralized Bank Deposits 5 years None None
Mortgage Pass-Through Securities 5 years 20% None
Time Depaosits 5 years None None
County Pooled Investment Fund N/A None None
Local Agency Investment Fund (LAIF) N/A None $40 million

The investment policy allows for the above investments which have equal safety and ligunidity as all
other allowed investinents. Maturity depends on the cash needs of the City.

B. Investments Authorized by Debt Apreements

Investment of debt proceeds held by bond trustees are governed by provisions of the debt agreements,
rather than the peneral provisions of the California Government Code or the City’s investment policy.
The table below identifies the Investment types that are authorized for investments held by bond
trustees. The table also identifies certain provisicns of these debt agreements that address interest rate

risk, credit risk, and concentration of credit risk.
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Cash and Investments (Continued)

B. Investments Authorized by Debt Agreements (Continued)

Maximum . Maximum
Maximum Percentage Investment
Authorized Investment Type Maturity of Portfolio in One Issuer
Local Agency Bonds 5 years None None
U.S. Treasury Obligations 5 years None None
State of California Obligations 5 years None None
Califomia Local Agency Obligations 5 years None Mone
U.S. Government Agency Issues 5 years None None
Bankers Acceptances 180 days 40% None
Commercial Paper 270 days 25% None
Certificates of Deposit 5 years 30% None
Repurchase Agreements 1 year None None
Reverse Repurchase Agreements &

Securities Lending Agreements 92 days 20% None
Medinm-Term Notes 5 years 30% None
Mutual Funds N/A 20% Naone
Maoney Market Mutual Funds N/A Norne None
Collateralized Bank Deposits 5 years None None
Maortgage Pass-Through Securitics 5 years 20% None
Time Deposits 5 years None MNone
County Pooled Investment Fund N/A None None
Local Agency Investment Fund (LATF) N/A None None

The investment policy allows for the above investments which have equal safety and liqﬁidity as atl
other allowed investments. Maturity depends on the cash needs of the City.

C. Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely atfect the fair value of an
investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair
value to changes in market interest rates. One of the ways that the Cify manages its exposure to interest
rate risk is by purchasing a combination of shorter term and longer term investments and by timing cash
flows from maturities so that a portion of the portfolio is maturing or coming close to maturity evenly
over time as necessary to provide the cash flow and liquidity needed for operations,

Information about the sensitivity of the fair values of the City’s investments (including investments held
by bond trustee) to market interest rate fluctuations is provided by the following table that shows the
distribution of the City’s investments by maturity:

Remaining maturity (in Months}

12 Months 13t024 25-60 More Than 60
Tnvesiment Type Totals or Less Months Months Months
State Investment Pool (LAIF) $ 5,845,056 § 5,845,056 % - 3 - 8 -
Held by Bond Trustees:
Money Market Funds 36,685,693 36,589,693
Federal Agency Securities 102,006 102,006
¥ 42,636,755 § 42,536,755 § - 5 - by -
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Note 3 Cash and Investments (Continued)

D. Investments with Fair Values Highly Sensitive to Interest Rate Fluctuations

The City has no investments (including investments held by bond trnstees) that are highly sensitive to
interest rate fluctuations (to a greater degree than already indicated in the information provided above).

E. Disclosures Relating to Credit Risk

Generally, credit risk is the risk that an issver of an investment will not fulfill its obligation to the halder
of the investinent. This is measured by the assignment of a rating by a nationally recognized statistical
rating organization. Presented below is the minimum rating required by (where applicable) the
California Government Code, the City’s investment policy, or debt agreements, and the actual rating as
of fiscal year end for each investment type.

Rating os of Fiscal Year End

Minimum  Exempt

Legal From Mot
Invesiment Type Ampunt Rating  Disclosure AAA AA A Rated
State Investment Poal (LAIF) 5 3845036 N/A $ - ¥ - 5 - % - % 5843056
Held by Bond Trustee:
Money Marketl Funds 36,680,693 N/A 16,689,693
Federal Agency Securities 102,806 N/A 102,006
Tolal $ 42,636,755 5 - 5 36,791,699 % - 5 - F 5.845,056

F. Concentration of Credit Risk

The investment policy of the City contains no limitations on the amount that can be invested in any one
issner beyond that stipulated by the California Government Code. The City holds one investment (other
than money market funds and LAIF) that represents 5% or more of total City investment in the form of a
certificate of deposit with Union Bank of California in the amount of $4,766,329.

G. Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover its deposits or will not be able to recover collateral
securities that are in the possession of an outside party. The custodial credit risk for jnvestments is the
risk that, in the event of the failure of the counterparty (e.g. broker-dealer) to a transaction, a
government will not be able to recover the value of its investment or collateral securities that are in the
possession of another party. The California Government Code and the City’s investment policy do not
coniain legal or policy requirements that would limit the exposure to custodial credit risk for deposits or
investmentis, other than the following provision for deposits; The California Government Code
requires that a financial institution secure deposits made by state or local governmental units by
pledging securities in an undivided collateral pool held by a depository regulated under state law (unless
so waived by the government unit). The fair value of the pledged securities in the collateral pool must
equal at least 110% of the total amount deposited by the public agencies. California law also allows
financial institutions to secure City deposits by pledging first trust deed mortgage notes having a value
of 150% of the secured public depasits.
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Cash and Invesiments (Continued)

As of June 30, 2009, $11,340,429 of the City’s deposits with financial institutions in excess of federal
depository insurance limits were held in collateralized accounts. As of June 30, 2009, City investments
in the following investment types were held by the same broker-dealer (counterparty) that was used by
the City to buy the securities:

Investment Type Amount
Federal agency securities 5 102,006
Money market funds 36,689,693

Invesiment in State Investment Pool

The City is a voluntary participant in the Local Agency Investment Fund (LAIF) that is regulated by the
California Government Code under the oversight of the Treasurer of the State of California. The fair
value of the City’s investment in this pool is reported in the accompanying financial statements at
amounts based upon the City’s pro-rata share of the fair value provided by LAIF for the entire LAIF
portfolio (in relation to the amortized cost of that portfolio). The balance available for withdrawal is
based on the accounting records maintained by LATF, which are recorded on an amortized cost basis.

Notes Receivable

Notes receivable in the amount of $1,519,317 consist of mortgage loans for housing and property
rehabilitation and construction. These are all deferred loans which carry no interest rates. Principal
balances are due when titles of property are transferred.

Accounts Receivable

Accounts, taxes, interests, grants and other receivable balances of the General, Special Revenue, Capital
Projects, Debt Service, and Fiduciary Funds are stated net of allowances for uncollectible accounts.
Uncollectible accounts are not set up for Proprietary Funds because the balances for receivables over 90
days (the period the City uses as a risk of becoming uncollectible) are immaterial. The following is a
schedule of receivables applicable at June 30, 2009,

Receivable Allowance Net
Governmental Activities -
Accounts $ 738779 § - %5 739779
Business-type Activities -
Accounts § R87916 § - & BB7916
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Note 6 Interfund Transactions

A. Current Interfund Balances

Current interfund balances arise in the normal course of business and are expected to be repaid
shortly after the end of the fiscal year. The following presents a summary of current interfund
balances at June 30, 20053,

Receivable Fund Amount Payoble Fund Amonnt
Major Governmenlal Funds: Maujor Governmental Fands:
Gencral b 798,612 Redevelapment Apency
Redevelopment Agency Capital Projecis 4,051,260
Housing Special Revenue 471,459
Redevelopment Agency Nonmajor Governmental Funds:
Debt Service 3.579,801 Dial-A-Ride 19,939
Homeland Security 24,600
CDBG Home Grant 148,467
Traffic Signal 146,230
Aten Clark Traffic 5,585
COPS Grant 2006 43,608
Fire Impunet Fees 143,895
Colonias 246,228
Totals $ 4,849,872 $ 4849872

B. Transfers Between Funds

With Council approval, resources may be transferred from one City fund to another. The purpose
of the majority of transfers is to reimburse a fund that has made an expenditure/expenses on behalf
of another fund, less often, an equity transfer may be made to open or close a fund. Transfers
totaled $2,173,722 in the fund financial statements.

Fund Transfers in TFransfers out
Major Governmental Funds:
General b 963,861 3 186,828
RDA Housing Special Revenue 550,826
RDA Deblt Service 320,826
RDA Capital Projects (20,000
MNonmajor Governmental Funds:

Traffic Congestion Relief 51,586
Traffic Safety 19,467
Gas Tax 251,395
Public Safety 39,000
COPS Grant 2003 100,000 67,734
Local Transportation 5,000
CQOPS Grant 2005 6,207
COPS Grant 2006 6,207
COPS Grant 2008 158,334
Imperial County Grants 22,472
RLA Grants 37,280
Circulation Impact Fees 364,000
WildHlower Landseape Lighting 38,300
Pasec Del Sol 38,300
Colonias 594 600
Sky Ranch District 60,000
General Capital Projocts 44,092
General Debt Service 186.828 92,501

Totals § 2,173,722 b 2,173,722
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Note7  Capital Assets

a. Governmental Activities

Capital asset governmental activity for the fiscal year ended June 30, 2009 was as follows:

Balanee at Balance at
July 1, 2008 Additions Disposals June 30, 2000
Capital Assets, being deprecinted:
Equipment and machinery $ 3985200 % 146,362 § - 4131562
Infrastrocture 18,658,52( 1,716,826 20,305,346
Tolal 22,643,720 1,883,188 24,526,908
Less accumulated depreciation for:
Equipment and machinery (1,441,376} {370,398} (1,811,774)
Infrastrueture (5,660,358} (728,279) (6,388.637)
Total - (7,101.734) (1,098,677} (8,200411)
Tolal Capital Assets, Net § 15541986 % 784,511 8 - £ 16,326,497

Depreciation expense was charged to functions/programs of the City’s governmental activities as
follows:

Unallocated $ 1,098,677
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Note 7  Capital Assets (Continued)

b. Business-type activities

Capital asset business-type activity for the fiscal year ended June 30, 2009 was as follows:

Balance nl Balance al
July 1, 2008 Additons Deletions June 30, 2009
Water Fund:
Capital nssels, being deprecinted:
Infrastruciure $ 0805226 §& 113,729 & (823434) § 9,093,52)
Buildings and improvements 10,344,831 10,344,831
Equipment and machinery 102,713 102,713
‘Tota] 20,252,770 113,729 {823,434} 19,541,065
Less accumulated depreciation for: .
Infrasinucture (2,362,986} (363,732) % 33,017 (2,683,701)
Buoildings and improvements (4,149,810} (3536,719) {4,506,529)
Equipmert and machinery {83,208} (8,623) (94,831)
Total (6,596,004} (720,074) 33,017 (7,292,061)
Waier Fund Capital Assets, net $ 13656766 % (615,345y §  (IRAIT) § 12,249,004
Wastewater Fuml:
Capital assets, not being depreciated:
Land b 75,683 & - 8 - 5 79,683
Total 79,683 79,681
Capital assels, being depreciated:
Infrastruchure 9,135,729 179,167 9,314,496
Buildings and improvements 7,578,571 7,578,571
Equipment and machinery 164,977 164,977
Total 16,879,277 17,167 17,058,444
Less accumulated depreciation for:
Infrastructure {2,070,885) {372,506) (2,443,481)
Buildings and improvemenis (2,950,379) (261,330) (3,211,709
Equipment and machinery {131,853) (14,465) (148,318)
Total (3,133,117) (630,391) (5,803,508}
Wastewnter Fund Capital Assets, net ¢  11,805843 % {471,224) § - % 11,334,619
Tatal Capital Assets, et $ 23462600 § (1,086,569) §$ (792417) § 23,583,623

Depreciation expense was charged to functions/programs of the City’s business-type activities as foliows:

Business-type Activities:

Water 3 696,057
Wastewater 650,391
Total ] 1,346,448
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Note 8  Long-Term Liabilities

a. The following is a summary of changes in the City's long-term Habilities for the {iscal year ended

June 30, 2009:
Balance ot Balance at Due Within
July 1, 2008 Additions Repayments June 30, 2009 One Year
Governmental Activities:
Capital leases payable b 360,689 § - b (138.013) § 2267 % 113,433
Compensated absences 448,069 (215,484) 232,585 23,259
2002 Cerlificates of participation 335,000 (175,000) 180,000 180,000
20035 RDA tax allocalion notes 8,730,000 (165,000) 8,565,000 163,000
2008 RDA iax allocaiion notes 16,935,000 (285,000) 16,630,000 255,000
Deferred Toss on refunding (269,021} 78,738 (190,283) (78,738)
Original issue discount (84,099) 2,858 (B1,241) (2,858)
Totai $ 26475638 § - $ (896.,901) § 25,578,737 § 695,096
Business-typs Activilies:
Watcr Fund:
Compensated absences 3 62,053 % - 3 (15,678) § 46375 % 4,638
2001 Certificates of participation 9,195,000 {475,000} 8,720,000 490,000
2005 Certificates of participation 2,075,000 (40,000} 2,035,000 40,000
Waostewater Fund:
Compensated absences 6,685 15,097 21,782
2001 Certilicates of participalinn 6,330,000 (320,000} 6,010,000 325,000
20035 Certificates of participation 2,735,000 (55,000) 2,680,000 53,000
Total § 20403738 % 15,097 § (905,678) § 19,513,157 % 14,638

b. Governmental Activities
Certificates of Participation 2002

On July 26, 2002, the City issued $925,000 of Certificates of Participation dated Aungust I, 2002.
A portion of the proceeds was used to finance certain capital improvements, including
rehabilitation to the City Library, the construction of and equipping of a youth learning center, and
related library and community center improvements. The 2002 certificates have a stated interest
rate of 2.8% to 4.1% and are payable over eight years, The balance of the proceeds have been
placed in a fiscal agent account to be drawn on as the various related capital projects progress. As
of June 30, 2009, the outstanding principal balance is §180,000.
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Long-Term Liabilities {Continued)

b. Governmental Activities (Continued)

2005 RDA Tax Allocation Notes

On December 1, 2005, the Redevelopment Agency of the City of Imperial (the “Agency) issued
$9,055,000 of 2005 Tax Allocation Notes. The proceeds from the issue were used to (i) refund all
of the Agency’s outstanding 2002 Tax Allocation Notes; (if} fund a reserve fund for the Notes; (iil)
fund two years of interest on the Notes, and (iv) pay the costs of issuing the Notes, Interest is
payable semi-annually every June | and December 1 of each year, commencing June 1, 2006 and
maturing on June 1, 2037. The Notes bear interest varying from 3.000% to 4.500%. As of June 30,
2009, the outstanding principal balance is 58,565,000,

2008 RDA Tax Alocation Notes

On November 17, 2007, the Redevelopment Agency of the City of Imperial issued $16,935,000 of
2008 Tax Allocation Notes. The proceeds from the issue were used to refund the 2006 Tax
Allocation Notes, finance certain redevelopment activities of benefit to the Agency’s project area,
fund a reserve account, pay capitalized interest on the notes commencing June 1, 2008, and pay the
costs of issuing the notes. The notes bear interest at an annual rate of 4.30%. The notes mature on
December 1, 2037, The notes are payable from and secured by Pledged Revenues, The outstanding
principal balance as of June 30, 2009 was $16,650,000.

Governmental Activities — Capital Leases Payable

In August 2004, the City entered into an agreement to purchase a street sweeper with the issuance
of a note for $150,803. The City will make five annual payments of $32,228 each with accrued
interest at 4.96% per annum. In August 2005, the City purchased a second street sweeper with the
issuance of a note for $159,583. The City shall make five annual payments of $35,009 each with
accrued interest at 4.85% per annum. In August 2006, the City entered into an agreement to
purchase a Roots Blower with the issuance of a note for $243,515. The City will make seven
annual payments of $40,198 each with accrued interest at 5.11% per annum.

In August 2007, the City entered into an agreement to lease six municipal vehicles from GMAC
with the issnance of a note for $141,530. The City shall make three annual payments of $50,289
each with acerued interest at 6.75% per annum.

The total principal amount due for the City’s capital leases as of June 30, 2009 is $222,676.
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d. Long-Term Debt Amortization — Governmental Activities

The annual requirements to amortize long-term debt outstanding at June 30, 2009 (other than
compensated absences) are as follows:

Fiscal Year Capital leases payable
Ended June 30, Principal Interest Total
2010 § 113433 5 12,064 5 125,497
2011 34,615 5,583 40,198
2012 36,384 3,814 40,198
2013 38,244 1,954 40,198
$ 222,676 § 23.415 $ 246,091
Fiscal Year 2002 Series - Cerlificates of Participation
Ended June 30, Principal Interest Total
2010 I 180,000 b 3,690 5 183,690
$ 180,000 5 3,690 % 183,690
Fiscal Year 2005 - Tax Allocation Notes
Ended June 30, Principal Inierest ‘Total
2010 5 165,000 b 380,763 5 345,763
2011 170,000 374,888 544,888
2012 180,000 367,888 547,888
2013 185,000 361,031 546,051
2014 195.000 353,426 548,426
2015-2019 1,090,000 1,639,019 2,729,019
2020-2024 1,340,000 1,383,567 . 2,723,567
2025-2029 1,635,000 1,053,431 2.708.431
2030-2034 2,080,000 621,806 2,701,806
2035-2037 1,505,000 111,572 1,616,572
§ 8,565,000 5 6647411 3 15,212,411
Fiscal Year 2008 - Tax AHocation Notes
Ended June 30, Prineipal Intarest Tota]
2010 F 295,000 b 762,715 § 1,057,715
2011 310.000 750,915 1,060,915
2012 320,000 738,515 1,038,315
2013 335,000 725,715 1,060,715
2014 345,000 712,315 1,057,315
2015-2019 1,925,000 3.360,775 5,285,773
2020-2024 2,340,000 2,952,720 3,292,720
2025-2029 2,903,000 3,391,324 3,296,524
2030-2034 3,675,000 1,619,250 5,294,250
2035-2038 4,200,000 277,500 4,777,500
& 16,650,000 $ 14,591,944 § 31,241,944
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d. Long-Term Debt Amortization — Goverumental Activities (Continned)

Fiscal Year Total Governmental Long Term Debt
Ended June 30, Principal Interest Total

2010 § 753,433 $ 1,159,232 ¥ 1,912,665
2011 514,615 1,131,386 1,646,001
2012 536,384 1,110,217 1,646,601
2013 558,244 1,088,720 1,646,964
2014 540,000 1,065,741 1,605,741

2015-2019 3,015,000 4,999,794 8,014,794

2020-2024 3,680,000 4,336,287 8,016,287

2025-2029 4,560,000 3,444,955 8,004,955

2030-2034 5,755,000 2,241,056 7,996,056

2035-2038 5,705,000 689,072 6,394,072

¢. Business -type Activities

§ 21,266,460

5 46,884,136

Water/Wastewater Refunding

On July 31, 2001, the City issued refunding certificates of participation (water facility), Series
2003, in the amount of $11,195,00 and refunding certificates of paiticipation (wastewater treatment
facility), series 2003, in the amount of $7,875,000. A portion of the proceeds of the bonds have
been applied to refund all of the ouistanding amounts, $17,330,000 of the certificates of
participation for the water facility and wasiewater treatment facility, series 1996A and 1996B
respectively.

Interest on the certificates is payable semi-annually beginning Octaber 15, 2001, Principal
payments are due annually beginning October 15, 2001. As of June 30, 2009, the balances
remaining for the Water and Wastewater Refunding are $8,720,000, and $6,010,600 respectively.

Water/Wastewatoer Parity 2005 COP

On November 1, 2003, the City issued the Parity 2005 certificates of participation in the amount of
$2,160,000 for the water facility and $2,845,000 for the wastewater facility. The proceeds were
used to finance cerfain capital improvements to the City’s water and waslewater systems. Interest
will be payable semi-annually on April and October 15 commencing on April 15, 2006. As of June
30, 2009, the balances remaining for Water and Wastewater Refunding are $2,035,000, and
$2,680,000 respectively.
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Note 8 Long-Term Liabilities {Continued)

f. Businegs-iype Long-Term Debt Amortization

The annual yequirements to amortize Business-type long-term debt outstanding at Tune 30, 2009
are as follows:

Fiscal 2001 Certificates of Participation (Water)
Year Ending
June 30, Principal Tnterest Total
2010 b 490,000 3 409,560 & 899,560
2011 510,000 389,427 899,427
2012 530,000 367,710 897,710
2013 555,000 344,069 899,099
2014 580,000 317,250 897,250
2015-2019 3,345,000 1,111,875 4,456,875
2020-2021 2,710,000 164,500 2,874,500
3§ 8,720,000 $  3,104421 $ 11,824,421
Fiscal 2001 Certificates of Participation (Wastawater)
Year Ending
June 30, Principal Inierest Tatal
2010 Y 325,000 5 282,949 $ 607,949
2011 340,000 269,560 609,560
2012 330,000 255,153 605,153
2013 370,000 239,483 609,483
2014 400,000 221,250 621,250
2015-2019 2,330,000 777,000 3,107,000
2020-2021 1,895,000 115,125 2,010,125
§ 6,010,000 $ 2,160,520 $ 8,170,520
Fiscal 2005 Certificates of Participation (Water)
Year Ending
June 30, Pringipal Interest Total
2010 § 40,000 bt 92.060 $ 132,080
2011 45,000 90,460 135,460
2012 45,000 88,660 133,660
2013 435,000 86,880 131,860
2014 50,000 85,060 135,060
20152019 275,000 394,031 669,031
2020-2024 335,000 331,456 666,456
2025-2029 425,000 246,907 671,907
2030-2034 525,000 136,563 661,563
2035-2036 250,000 18,050 268,050
§ 2,035,000 § 1,570,107 $ 3,605,107
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Long-Term Liabilities (Continued)

f. Business-type Long-Term Debt Amortization (Continued)

Fiscal 2005 Certificates of Participation (Wastewaler)
Year Ending
June 30, Principal interest Total
2010 3 35,000 5 121,253 £ 176,233
2011 53,000 119,054 174,054
2012 60,000 116,854 176,854
2013 60,000 114,453 174,433
2014 63,000 112,054 177,054
2015-2019 360,000 519,775 879,775
2020-2024 445,000 436,643 881,645
2025-2029 550,000 325,250 875.250
2030-2034 700,000 181,450 881,450
2035-2036 330,000 23,750 353,750
$ 2,680,000 § 2,070,538 3 4,730,538
Fiscal Tolal Business-type Funds Long Term Debt
Year Ending
June 30, Principal Tnterest Toial
2010 § 510,000 p 905,822 1,815,822
2011 930,000 868,501 1,818,501
2012 985,000 828,377 1,813,377
2013 1,030,000 784,895 1,814,893
2014 1,095,000 735,614 1,830,614
2015-2019 6,310,000 2,802,681 9,112,681
2020-2024 3,385,000 1,047,726 6,432,726
20025-2029 975,000 572,157 1,547,157
2030-2034 1,225,000 3i18,013 1,543,013
2035-2036 380,000 41,800 621,800
£ 19,445,000 $ 8,905,586 § 28,350,584

Defined Benefit Pension Plan
Plan Description

The City of Imperial contributes to the California Public Employees’ Retirement System (PERS), an
agent multiple-employer public employee defined benefit pension plan. PERS provides refirement and
disability benefits, annual cost-of-living adjustments, and death benefits to plan members and
beneficiaries. PERS acts as a comrmon investment and administrative agent for participating public
entities within the State of California. Benefit provisions and all other requirements are established by
state statute and city ordinance. Caopies of PERS’ annual financial report may be obtained from its
Executive Office, 400 “P» Street, Sacramento, CA 95814.

Funding Policy

Participants are required to contribute 7% of their annual covered salary. The City makes the
contributions required of city employees on their behalf and for their account, The City is required to
contribute at an actuarially determined rate; the current rate is 21.228% for non-safety employees and
23.026% for safety employees, of annual covered payroll. The comiribution requirements of plan
members and the City are established and may be amended by PERS.
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Defined Benefit Pension Plan (Continued)

Annual Pension Cost

For 2009, the City's annual pension cost of $581,350 for PERS was equa!l to the City’s required and
actual contributions. The required contribution was determined as part of the June 30, 2006, actuarial
valuation using the entry age normal actuarial cost method. The actuarial assumptions included (a)
7.75% investment rate of return (net administrative expenses), (b) projected amual salary increases that
vary by duration of service, and (c) 3.25% per year cost-of-living adjustments. Both {a} and (b)
included an inflation component of 3.00%. The actuarial value of PERS assets was determined using
techniques that smooth the effects of short-term volatility in the market value of investments over a
three-year period (smoothed market value). PERS unfunded actuarial accrued liability is being
amortized as a level percentage of projected payroll on a closed basis. The remaining amortization
period at June 30, 2009 was 10 years,

THREE-YEAR TREND INFORMATION I'OR PERS

Annual Amnual

Pension Pension
Year Cost {APC) APC Contributed Obligation
2007 5 472,132 100% 5 -
2008 h 572,426 100% 3 -
2009 L 581,350 100% R -

Deferred Compensation

The City has established a Deferred Compensation Plan and Trust as provided in Section 457 of the
Internal Revenue Code of 1986, as amended. The City, acting as trustee of this plan, has agreed to
perform its services as trustee in accordance with, and as necessary limited to comply with, applicable
law. All amounts of compensation deferred pursuant to the plan, all property and rights purchased wiih
such amounts, and all income attributable to such amounts, property or rights shall be held in trust for
the exclusive benefit of participants and beneficiaries under the plan.

Risk Management

The City is exposed to risks of loss in the areas of health care, general and auto liability, property
hazards and workers’ compensation. All of these risks are handled by purchasing commercial insurance
coverage. There have been no significant reductions in the insurance coverage during the year, The
City has had no settlements which exceeded insurance coverage in the last three fiscal years.
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Note 12  Net Assets and Fund Balances

Note 13

GASB Statement No. 34 adds the concept of Net Assets, which is measured on the full accrual basis, to
the concept of Fund Balance, which is measured on the modified acerual basis.

a. Net Assets

Net assets are divided into three caplions under GASB Siatement No. 34. These captions apply
only to net assets as determined at the government-wide level, and are described below:

Invested in Capital Assets, net of related debt describes the portion of net assets which is
represented by the corrent net book value of the City’s capital assets, less the ountstanding balance
of any debt issued to finance these assets.

Restricted describes the portion of net assets which is restricted as to use by the terms and
conditions of agreements with outside parties, povernmental regulations, laws, or other restrictions
which the City cannot unilaterally alter. These principally include debt service requirements, and
redevelopment funds restricted to low and moderate income housing purposes.

Unresiricted deseribes the portion of net assets which is not restricted as to use.
b. Fund Balances

Fund Balances consist of reserved and unreserved amounts. Reserved fund balances represent that
pottion of fund balance which is legally segregated.

Contingent Liabilities

Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor
agencies, principally the federal government. Any disallowed claims, including amounts already
collected, may constitute a liability of the applicable funds. The amount, if any, of expenditures that
may be disallowed by the grantor cannot be determined at this fime, althongh the government expects
such amounts, if any, to be immaterial.

The City is subject to various lawsuits and claims involving public liability and other actions incidental
to the ordinary course of City operations. In the apgregate, those claims seek monetary damages in
sipnificant amounis. To the extent the outcome of such litigation may be determined to resull in
financial loss to the City, in the opinion of City management, any potential liability for these actions is
adequately provided for in the basic financial statements. The timing of potential payment of such
losses cannot presently be determined.
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Nete 14  Prior Period Adjustments

A prior period adjustment in the amount of $(75,775) was made in the general fund and statement of
activities to reflect an understatement of deposits payable in the prior year.
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SCHEDULE OF REVENUES, EXPENDITURES,

CITY OF IMPERIAL

AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

Revenues:
Taxes and assessments
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitres
Use of money and property
Miscellaneous

Total Revenues

Expenditures:
General government:
City council
City clerk
City attorney
City manager
Code enforcement
Administrative services
Finance
Non-departmental

Total general government

Community Development
Community development
Engineering/administration
Planning
Building and safety

Tolal community development

Public safety:
Police services
Fire control

Total public safety

GENLRAL ¥UND

For the Fiscal Year Ended June 340, 2009

Variance with

Budgeted Amounts Actual Final Budget -
Original Final Amounts Positive (Negative)
F 3282250 § 3,283,250 3,290245 § 7,995
109,300 109,300 260,494 151,194
919,100 919,100 1,393,325 474,235
1,107,855 1,107,855 1,123,060 13,203
93,500 93,500 186,461 52,961
100,000 100,000 39,640 (40,360)
130,000 130,000 24 571 {105,429)
5,742,005 5,742,005 6,337,796 595,791
42914 42914 40,747 2,167
77,522 77,522 66,205 11,317
170,000 170,000 163,743 6,257
116,496 - 116,496 110,422 6,074
72,088 72,088 73,832 (1,744)
957,870 957,870 140,387 B17.423
290,558 290,558 253,565 36,993
1,206,172 {1,206,172)
1,727 448 1,727,448 2,055,073 (327,625)
66,802 66,802 51,626 15,176
2,500 2,500 3,876 {1,378)
209,203 205,203 332,713 (123,510)
20,450 20,450 73.729 (53,279)
298,955 298,953 461,944 {162,989)
2,158,510 2,158,510 2,288,057 {129,547)
777,676 777,676 707,694 69,982
2,936,186 2,936,186 2,955,751 (59,565}
{Continued)
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CITY OF IMPERIAL
SCHEDULF. OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE ~- BUDGET AND ACTUAL

GENERAL FUND
Tar the Fiscal Year Ended June 30, 2009
{Continued)
Variance with
Budgeted Amounts Actual Final Budget -
QOriginal Final Amounts Positive (Negative)
Expenditures:
Public works:
Animal contral 3 5333 & 5335 § 5,147 8 188
Public works management 96,633 96,633 125,467 (28,834
Sireets & sidewalk maintenance 307,482 307,482 293,153 14,329
Sanitation 558,800 558,800 691,068 {132,268)
Total public works 968,250 968,250 1,114,835 {146,585)
Parks and recreation:
Parks & recreation management 338,782 338,782 358,168 (19,386)
Parks & recreation 40,200 40,200 127,448 (87,248)
Pool 27,722 27,722 29,240 (1,518)
Total parks and recreation 406,704 406,704 514,856 (108,132)
Library:
Library 287,324 287,324 160,935 126,389
Total library 287,324 287,324 160,935 126,389
Capital cutlay 13,511 (13,511)
Total Expenditures 6,624,867 6,624,867 7,316,905 (692,038)
Excess of Revenues Over (Under)
Expenditures (882,862) {882,802) {979,109) (96,247)
Other Financing Sources (Uses):
Transfers in 740,000 740,000 965,861 225,861
Transfers out (186,828) {186,828)
Total Other Financing Sources (Uses) 740,000 740,000 779,033 39,033
Net Changes in Fund Balance {142.862) (142,862} (200,076) (57,214
Fund balance, beginning of fiscal year 2,079,712 2,079,112 2,079,712
Prior period adjustments (75,773) (75,715}
Fund balance, beginning of fiscal year, restated 2,079,712 2,079,712 2.003,937 (75,773}
Fund balance, end of fiscal year $ 19368350 $ 1,936,850 § 1,803,861 % {132,985)
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CITY OF IMPERIAL
SCHEDULE OF REVENULS, EXPENDITURES,
AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
REDEVELOPMENT AGENCY HOUSING SPECIAL REVENUE FUND
For the Fiscal Year Eaded June 30, 2009

Budgeted Amounts Variance with
Actual Final Budget -
Original Final Amounts Positive (Negative)
Revenues:
Taxes and assessments F 424,184 § 424184 § 599,192 ¥ 175,008
Use of money and property 90,000 90,000 40,540 {49,460}
Total Revennes 514,184 514,184 639,732 125,548
Expenditures:
‘Current:
Community development 13,500 13,500 5,682 7,818
Capital outlay 75,000 75,000 75,000
Total Expenditures 88,500 88,300 5,682 82,818
Excess of Revenues Over
{Under} Expenditures 425,684 423,684 634,050 208,366
Other Financing Sources (Uses):
Transfers out (550,826) (550,826)
Total Other Financing Sources (Uses) (550,826) (550,826}
Net Change in Fund Balance 425,684 425,684 83,224 (342,460)
Fund Balance, Beginning of Fiscal Year 5,388,051 5,388,051 5,388,051
Fund Balance, End of Fiscal Year § 5,813,735 % 5813735 § 5471275 % {342,460)
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